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OFFICE OF REPORTS AND ESTIMATES, CIA 
FAR EAST/PACIFIC BRANCH 

INTELLIGENCE HIGHLIGHTS NO, 55 
8 Juno - 14 June 1949 


SECTION I. SUMMARY OF FAR EAST TRENDS AND DEVELOPMENTS 

US attempts to gain international status for Japan suffered 
another setback when tho Paris ITU conference voted against seating 
the Japanese delegation (p„ 2), 

The YOSHIDA Government appears to be planning a purge of leftist 
union members in government employ in the course of impending 3CAP- 
oruered mass dismissals (p, 2). 

The fairly serious and protracted border clash ir. isolated Ongjin 
peninsula, while presently quieaoent, has led to a weakening of the 
Republic of Korea's security forces (p* 3)* 

The shift of CCP rt soldier-heroe" CPISII and LIU from oombat oommands 
to administrative tasks in the Yangtse valley may indicate that the 
Chinese Communists are beooming more concerned with future peace than 
present warfare (p« 4)* Tfeanwhile, the reenforcement of the Nationalist 
position in Taiwan by troops evacuated from the mainland has compounded 
the confusion there and Communist infiltration of the island continues 
(p«. 5). 

TYhile Bao Dai still faoes problems in the selection of his cabinet- 
French militarists and colonials in Indochina continue to hope for a 
vigorous suppression campaign which will restore firm French control 
<P. 6). 

The unexpected resignation of Senator Tanada from the Quirinista 
faction of the Liberal Party during the recent convention may further 
weaken Quirino's position in the November presidential race (p 0 7), 


marginal notations used in succeeding sections of this Weekly 
("A", "B* 1 , or H C W ) indicate the importunoe of the items in b/fe opinion 
with "A" representing the most importantc 
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SECTION II. DEVELOPMENTS IN SPECIFIED AREAS 
GENERAL 


1'TIJ membership for Japan blocked — The US received another najor set- "B" 
hack 'in its attempts' to gain full international status for Japan on 
10 June when the Paris conference of the International Telecommunica- 
tions Union voted 24 to 23 (with 7 abstentions) against seating the 
Japanese Government delegation. This action followed previous con- 
ference efforts to admit SCAP representatives as observers and Japanese 
delegation members as technicians , a status which the ITS could not 
accept without abandoning its position that Japan was entitled to full 
rights of ITU membership. To avoid compromising this position further,, 
the SCAP representatives will now attach themselves to the US delegation, 
and the Japanese members will not participate,: 

Despite the fact that Japan was admitted to full membership in the 
ITU without opposition at the plenary session of the conference in 
Atlantic City in 1947, France, as host nation, refused last April to 
extend an invitation to Japan on the grounds that SCAP’s approval of 
Japanese membership ms first subject to consideration by the Far Eastern 
Council (FEC)b The Commonwealth nations generally supported this view, 
questioning not only the legality of SCAP’s authority over Japan’s 
external affairs, but expressing concern over US attempts to "short- 
circuit” the FEC, The US held that Japanese participation in interna- 
tional affairs ms necessary for proper development of responsible 
government in Japan, and that in the absence of specific FEC policy 
or US directive, SCAP had acted within its broad executive power provided 
by the "Basio Poet-Surrender Policy", It is this view which was opposed 
by the .10 June conference vote. That the Commonwealth nations were 
strongly opposed to the US view presages difficulties in implementing the 
policy of progressive Japanese resumption of international responsibilities 
pending peace treaty negotiations and emphasizes once again the conflict 
between the national interests of the US and its Western allies in the 
Pacific, That the Soviet Satellite bloc was surprisingly quiet on the 
question of Japan's participation indicates the probability that the 
USSR is wary of nullifying the propaganda effect of its recent peace 
treaty proposal for Japan, 

JAPAN 


Government firings aimed at "Subversives" — The YOSHIDA Government has 
indicated its intent to use the US-directed employment reduction program 
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to eliminate "subversives" on its payrolls by proposing that all 
"un- Japanese” Government officials be among those subject to aiass 
dismissal* According to unofficial definition, "un-Japanese” Govern- 
ment employees ares (l) persons disloyal to the Japanese Constitution 
and the Government and (2) persons who "maliciously engage in de s true - 
tive inoitation . " The Government action undoubtedly contemplates a 
campaign against trade union elements among Government workers, speci- 
fically those, strongly Coirmunist-inf luenced, which in the past have 
contributed to strike threats in key Government-operated industries. 

The interest of the conservative YOSHI DA Govertsnent in effecting 
fuisn a purge has been indicated for some time. The dangers of infring- 
ing rights guaranteed by Japanese law and of overriding opposition 
political objections, as well as avoiding damage to SCAP-insti tuted 
reforms, have proved insurmountable to date. However much SCAP may 
sympathize with the removal of unstabilizing elements in the Japanese 
Government service,, Occupation authorities will scrutinize with care 
suggested Japanese procedures for possible violation of Occupation 
objectives. 

K0R3A 


Bonier clashes continue— Following the withdrawal of ITS border troops 
along the 38th Parallel in January 1&49, incidents have continued at 
an accelerated rate and on a larger scale. A major engagement in the 
Kaesong area, 30 miles north of Seoul, in early May has" been .followed 
by a longer battle on the Ongjin peninsula, involving a reported 2,400 
Korean Army personnel, 800 Rational Police, and 1,000 north Korean 
troops. Action continued at intermittent intensity for mo re than two 
weeks and has now diminished to sporadic raids, while north Korean 
forces still hold a salient south cf the 38th Parallel. 

The Korean Republic oannofc maintain the defenses of the Ongjin 
peninsula against strong attack because the area can be supplied fro® 
the south only by sea. Despite this obvious tactical disadvantage and 
the warnings of US advisors, over 1,500 troops were dispatched to rein- 
force the Ongjin garrison whan fighting developed. The Korean Govern- 
ments determination not to yield an inch of sacred soil, if adhered 
to in other areas as untenable as 0ngjin E could eventually result in a 
serious weakening of the security forces oressrvtly deployed in good 
defensive alignment along the principle corridors between Seoul and 
t he border. 


It is usually impossible to determine whether a specific border 
incident has boon precipitated by northern or southern action and most 
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of the continuing incidents appear to have only local significance* 

There is no question,, however , but ivhat border incidents have a 
definite part in the overall northern Korean plan for neutralisation 
of southern Korea’s capacity to resist. Border raids and battles are 
designed probably to aooomplish the following northern Korean objectives* 
(1) to test the capabilities of southern defenses! (2) to disorganise 
and disperse defense concentrations along the two main invasion routes 
into southern Korea; (3) to force a concentration of Korean security 
forces along the 38th Parallel, leaving the Republic’s interior exposed 
to guerrilla activity! ^4} to maintain an atmosphere of fear in southern 
Korea; (5) to give combat experience to northern Korean troops; and 
(6) to forestall an invasion of the north, 

CHINA 


CCP command shuffle- - -The recent assignment of leading Communist military n B" 
figures to high~politioal positions may indicate that the Communist High 
Command now believes the military phase of the revolution is all but 
finished and of less importance than political and economic aspects of a 
peaceful future* Appointments of top-rank ccsmmnders CHEN Yi and LIU 
Po-oheng to senior positions in Shanghai and Hanking, appear normal and 
logical since these sectors must of necessity operate under martial law 
for the present. While additionally reflecting the known Communist lack 
of accomplished administrators, these appointments also reflect a desire 
to exploit the vast prestige of these leaders and in some degree to re- 
ward them for past accomplishments. The Communist Party may also wish 
to separate these tremendously popular soldier-heroes from direot cctonand 
of their combat troops, 

CHEN and UU are expected to remain in oharge of the lower Yangtze 
valley at least through the consolidation stage. In view of the need for 
trade, the Communists also may have deoided to exploit these leaders* 
reputation for being native-minded Communists, relatively tolerant of the 
lest, Y/hile unity of political and military policy in the lower Yangtze 
valley thus is assured, the region may well emerge as a seed -independent 
entity under CHEN and HD, taking only general direction from central 
Communist headquarters c 

For this purpose both men are excellent choices and each has demon- 
strated considerable past administrative ability in organising military 
governments in his respective area during the period when military control 
from Yenan was loose and generalised. Since they remain available for the 
planning stages of any new operations, moreover, their absence from active 
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command will probably not detract materially from future military 
successes on the part of such leaders os PENG Teh-huai t LIN Piuo and 
HIB1I Junp~ahen , who retain their combat commands, 

CovTiUr-ist infiltration of Taiwa n-- bid le the Nationalists successfully “a* 

evacuated elements of at. least eight armies from Shanghai and Tsingfcao 
to Taiwan,, 14 -pi nr the island 4 s total troops to at least 100 , 000 , there, 
is reason to doubt Nationalist ability to derive any great benefit from 
tnia concentration of strength, heoent reports indicate that Corr-unir t 
infiltration of the island is already underway. Communist radio propa- 
pauila aimed at Taiwan, promising the Taiwanese w liberation" from nation- 
alist oppression, is reportedly meeting with "some success". The CCT 
J* also said to la buying over provincial officials, particularly police. 

In addition, a US official on the island ms recently advised against 
traveling on the eastern coast of the island because of th - ; presence of 
numerous armed dissidents there,, 


Nationalist Governor CHEN Ch 


far reportedly has little .first-) and 


'There if a wide- 


kr.ovxledge of what is actually happening on Taiwan, 
spr*u.d laok of stability among Na tionalist political organs and dis- 
tension is rife in regular troop units, as well ae in the Air Force 
iuid the Navy. Evacuated troops from Shanghai and Tsingtao clog the 
perts and present a staggering nil It ting problem in the already over- 
crowded island. Poor and discriminatory pay, miserable leadership and 
low morale cause none officials to express "great worry” concerning 
continued troop loyalty. 
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uo let ranks on Taiwan there is, as yet, 
naMon to fight the Communists. The 
termination remains problf viatic. Although 
the mainland, is already Comuni et- 
‘coohow and Amoy, its major porta , 
af direct Communist military assault 
ANG Kai-shek, therefore, will probably 
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C C j res teres Yangtze valley tran s 
TImjied transportation facilities 
revival of commerce in the newlv 
shipments' of rice, cotton, coal a. 
Shanghai eone measure of temper... r 


•orWih* CCP* s swift reopening of 
ir. the Yangtze valley may permi t a 
ecupied area and, by penaittinr 
•d export commodities, ray bring 
■ economic relief. Res tore, ti on of 


Shanghai * s industry and commerce, however, depends upon an adequate 
fuel supply for the Shanghai Power Company, among other tilings, and 
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the to. or Company presently uses oil for fuel. Although any oil 
shortage could be partly alleviated by reconversion to coal, the 
Communists probably cannot transport enough coal to maintain full 
pov*er generation in Shanghai except by the movement of North China's 
oosl by means of chartered forei jpi vessels „ 

The few river vessels left behind by the Nationalists in Shanghai 
ana other ports on the Yangtze Kiwar began a Shanghai -lianlow run on 
3 June and two more scheduled runs were aeon established. Overland 
transport in the lower valley,, chiefly on the TL ante in-Pukow and 
Nanking-Shanghai railroad lines, has been brisk. Snail amounts of 
Iivfliinan coal have been rushed to Nanking and Shanghai, as well as 
larger shipments of rice and edible oils from Vfuhsi and other rice 
markets in the Yangtze delta, Hi© Peiping-Hankow railroad is not 
yet open to through traffic but a section in Honan province north of 
Hankow should be in operation soon, as should the Hangohow»Nonolumg 
section of the Chakiaxig-Kiangsi railroad. 

IN CO CIS HA 


25X1X 


Ban Dai's problems — -Bao Dei arrived in Saigon on 13 June from Dalat 
t6 prepare plans for an exchange of letters between himself and French 
High Conrdssi oner Pignon and possibly to announce his cabinet as vail 
as arrange a trip to Hue and Hanoi, There appears to be a, mi sunder— 
standing between Pignon and the influential Governor of Coch inchina, 
Tran-van-Ifou, as to the timing of the Bao Dai cabinet announcement. 

Pignon expects tide notion to take place before Bao boils visit to 
the north, but Huu believes that it any be postponed pending further 
consideration of the cabinet's corposi tion* Muu's view appears the 
more likely, since the personal feuds, jealousies, and ambitions of 
various pclitioal leaders are giving Bao Dai serious difficulty in 
the choice of ministers. In this connection, Bao Dei is assiduously 
courting certain "moderate" resistance elements for inclusion in his 
government* 

Despite High Comissiomr Pignon* a efforts to implement the B&o 
plan as rapidly as possible, French colonial "diehards “have revived 
tlio hope of crushing the; resistance by military fore© and thus re impo sing 
^P-j’Q^j^^^'cnc^^ooloniaj^^j'^ro^Qver all Indochina* 

particularly supports this view 

and suggests employment of guerrilla methods as the” best strategy for 
restoration of Indochina to a "peaceful, prewar statu,** under French 
domination, IStile other military •/jffioiala are almost unanimous iu 
desiring the ultimate return of complete French authority, they differ 
as to the best military strategy under the circumstances* It is apparent. 


25X1X 
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therefore, that Bao Dai’s many problems in activating his pronosed 
regime will bo aggravated by sabotage on the French administrative 
lei, el and his prospects of eventual success still appear to be very 

po-: r * 

PHILIPPI TILS 

Quirino nominated for presidency- - The Quirinista faction of the Liberal 
Party held its convention on 11 June and, as expected, unanimously 
nomirated President Quirino as Party candidate for the presidency, 

Th* convention failed to agree on a vice-presidential nominee and 
adjourned on 12 June after resolving to let Quirino himself choose 
his running-mate, The problem of selecting the 8-nan senatorial 
slate -was shunted to the Party^s executive oommittee, 

Jose Yulo is now considered to be Quirino' s probable choice# 

Yulo, a prewar Speaker of the house, was Chief Justice of the Supreme 
Court in the Japanese puppet government and is a prominent landowner 
and corporation lawyer. His price ic highs Quirino has told the US 
Ambassador that, in return for accepting the vice-presidency, Yulo 
wishes to be concurrently Secretary of Finance and have a free hand 
in shaping the Oevernment’s plans for economic developments, 

Perhaps the most significant political development at the conven- 
tion was Senator Canada's dramatic and unexpected resignation from the 
Liberal Party, ’Iknada, who has an excellent record and has waged an 
aggressive fight in the Senate for honest government, had been asked by 
President Quirino to deliver the convention’s keynote address.. In two 
letters released to the public on 12 June, Tana-da refused to deliver 
the address, accused house Sneaker Eugenio Perea (President of the 
Liberal Party) of benefitting financially from the Chinese immigration 
quota system and charged Quirino with having given his approval to the 
sale cf quotas, Tane.de denounced the Liberal Party' campaign for a 
"clear., honest, and efficient government" as a "piece of hardened 
cynicism". Both Quirino and Perot immediately denied the charges# 
Although the full effect of Tanadafe resignation upon election polities 
canr.ot ye t be determined, it is certain to result in additional votes 
for Laurel who has been posing as an honest and efficient servant of 
the people. 

Alb’ 'BAH A 
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Election prepar tio.ns — Although the dominant Labor Party's campaign has 
not yet fully 'begun,' it will cosnorvoa in earnest at the close of the 
current legislative session which is expected about 1 July, Labor 
Party leaders arc presently occupied with the selection of candidates 
arid the determination of a platform to be presented at the annual con- 
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fe*'«nce which will be held in the near future^ The Party appears to 
nave net difficulty in reaching a decision on such controversial issues 
as the support of incentive wage payments as a moans of increasing 
production, the suppression of Communist activity and the course of 
action should the Government lose the bank nationalisation case, now 
pending decision by the Privy Council* 

In addition. Labor Party leaders are faced with diasention among the 
their followers, growing from a feeling that some leaders have lost- 
touch with their labor background, As an example, two left-wing Cabinet 
members, B* J® Ward and Donald Came ran— -bo th of idiom have recently 
lcec Influence in the Labor Party— appear to be leading a "back-te- 
le her w mownent with the support of left-wing unions and Communists 0 
Ward lately incurred the wrath of Labor Party officials by openly co: - 
denning the Government's inmigration program and was publicly rebuked 
by Prime Minister Chifley, Nevertheless, Ward was probably voicing th* 
fears of a considerable section of labor which remains antagonistic to 
competition by imi grant workers, 

Meanwhile, the Liberal and Country parties are still deadlocked in 
their efforts to merge and present a unified opposition In the coring 
general election* The principal barrier is still the state of Victoria, 
where an attempted Liberal-Country Party coalition failed to win the 
cooperation of all elements of the former Country Party „ 
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